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U S. SETTLES FALSE CLAIMS ACT LAWSUI T ALLEG NG | LLEGAL
VEDI CAI D PATI ENT REFERRAL SCHEME AGAI NST
THE MOUNT VERNON HOSPI TAL

DAVID N. KELLEY, the United States Attorney for the
Southern District of New York, announced today that on July 29,
2005, the Government intervened in an action conmenced under the
qui tam provisions of the False Clains Act by filing a civil
Conpl ai nt agai nst THE MOUNT VERNON HOSPI TAL (“MTI. VERNON'). M.
KELLEY al so announced that sinmultaneous with filing its
Conpl ai nt, the Government entered into a settl enent agreenent
resolving its clains agai nst MI. VERNON. Wil e denying any
wrongdoing in the settlenent agreenment, MI. VERNON has agreed to
pay the Governnent $2.65 mllion over the next five years to
settle the Governnment's False Clains Act clains against it.

United States District Judge KIMBA M WOOD approved the
settlement last Friday in Manhattan federal court.

The Governnent alleged in its Conplaint that beginning
in 1997, MI. VERNON entered into an illegal patient referral

scheme with a consulting firmunder the guise of an



“adm ni strative services agreenent.” Under this agreenent, M.
VERNON pai d $60, 000 per nonth to the consulting firmto provide
22 separate administrative services to MI. VERNON s al cohol and
subst ance abuse treatnment and detoxification unit in Wstchester
County, including patient referrals. The Conplaint alleged that
ot her than patient referrals, the adm nistrative services under
the contract were not needed by MI. VERNON, were not provided by
the consulting firm or were worthless. Thus, the adm nistrative
servi ces agreenent amobunted to nothing nore than a patient
referral contract. Referral of patients for a fee violates the
New York State Medicaid regulations and the state and federal
anti - ki ckback stat utes.

The Conpl aint further alleged that MI. VERNON
thereafter billed the Medicaid programfor the treatnent it
provided to the illegally referred patients. As alleged in the
Conmplaint, the clainms that MI. VERNON presented to Medicaid were
false or fraudulent in that the hospital certified to the
Governnment that it had provided the services in conpliance with
all laws and regul ations. Under the False Clains Act, there can
be liability both for knowi ngly submtting fal se or fraudul ent
claims or for know ngly causing another to do so. According to
the Conplaint, from 1997 to 2004, MI. VERNON treated hundreds of
illegally referred patients, and thereby submtted or caused to

be subm tted hundreds of false clains to Medicaid.



The Conpl aint also alleged that MI. VERNON was never
certified by the New York State O fice of Al coholismand
Subst ance Abuse Services to provide inpatient alcohol
detoxification services in the first place. New York State
Medi cai d regul ations prohibit entities frombilling Medicaid for
nmedi cal services that the entities are not |licensed to provide.
Thus, the Conplaint alleged, the Medicaid clains MI. VERNON
submtted for the services it provided to patients inits
detoxification unit constituted false clains to Medicaid because
MI. VERNON was never legally permtted to submt those clains at
al | .

In connection with the settlenent, MI. VERNON has
entered into a corporate integrity agreement with the O fice of
| nspector General of the Departnment of Health and Human Servi ces,
which is ainmed at ensuring that MI. VERNON s participation in the
federal health care prograns is in conformty with the statutes,
regul ati ons and other directives applicable to those prograns.
Among ot her things, MI. VERNON will inplenent a training program
for its executives and enpl oyees that will advise themof the
prohi bitions of the state and federal anti-kickback statutes.
MI. VERNON wi | | al so hire an independent review organi zation to
oversee its conpliance with federal health care prograns, and it
will inplement a contractual review process that wll ensure that
its current and future contracts conply with the state and

federal anti-ki ckback statutes.



M. KELLEY stated: "This settlenent denonstrates the
federal Governnent’s comm tnent to conmbat health care fraud and
to protect federal health care nonies by ensuring that federal
funds are expended only to Iicensed nedical providers who fully
conply with the [aw. "

M. KELLEY praised the investigative efforts of the
Federal Bureau of Investigation and the Departnent of Defense
| nspector General’s Defense Crimnal Investigative Service.

Assistant United States Attorney RAMON E. REYES, JR is
in charge of the case.
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